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CAN RENTS INCREASE MATERIALLY DURING THE NEXT TWO YEARS? 
HENEVER we forecast an increase in residential rents, we receive que- 
Were: about as follows, “How can people pay higher rents when they are 
unable to meet present ones?" We discussed this a year ago in the 
Real Estate Analyst but believe that the question is now of sufficient 
importance to warrant a more complete discussion. 


The money which is currently being paid in rent comes from one 
or more of the following sources: 1. Wage or salary payments; 2. Income 
from investments; 3. Savings; 4. Charity or relief payments. 


It seems to us that any intelligent reply must consider sepa- 
rately the’ possibilities of these various sources together with those oth- 
er strictly real estate factors which would make for higher rent levels. 


Wage and salary payments have dropped materially during the 
depression--in certain lines of work far more than in others. Those who 
have been fortunate enough, however, to keep their jobs during this period 
have, on the average, found that dwelling rents declined further than 
wages and that now they are paying a smaller percentage of their earnings 
for rent than they did at any time in the past. 


The chart above shows the percentage of wages paid for rent by 
industrial workers and those in the lower salary groups from 1850 to the 
present. Several generations ago the urban worker had to work long hours 
(continued on page 444) 
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(continued from page 441) 

to earn enough for food, clothing, and shelter. Other items could not ap- 
pear in the family budget, as there was no possible surplus to take care 
of them. Due, however, to the use of labor saving machinery, the producing 
capacity of the average worker has been raised steadily during the last 
seventy-five years, increasing his actual purchasing power and reducing 
the percentage of his wages that had to be paid for basic necessities of 
existence. In so far as this has affected the percentage of wages which 
must be paid for house rent, the gradual drop in the percentage is quite 
clearly shown on this chart. To us, however, the most interesting thing 
about this chart is the accelerated drop in the percentage paid for rent 

during the present depression. 
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economists are in agreement that from now until 1940, at least, the trend 
of wages and salaries in. practically all lines will be very definitely up. 
This will be a natural reaction from the depression lows, intensified by 
the many inflationary measures already in force. The top chart on page 
444 shows that this upward movement started some time ago. As wages after 
every great depression in the past have not only returned to pre-depres- 
sion levels but have gone above the levels from which they came, it seems 


silly to suppose that wages in devalued dollars will not eventually go 
far above the 1925 level. 


During the depression many persons--particularly widows, orphans, 
and elderly people--who formerly lived on incomes from investments found 
these incomes greatly impaired by the failure of American business to earn 
profits sufficient to keep up the payments to bondholders and stockholders. 


While some of these investments have been permanently lost, many large 


industries are starting to resume payments to the holders of their obliga- 
tions. The second chart on page 444 shows the fluctuations in the amount 
of dividend payments during the past twelve years. Again there is no doubt 
but that increases which have been taking place recently will continue, and 
at an accelerated rate, as we pull out of the depression. This should help 
all communities, but especially those typified by certain portions of 
California and Florida, where the percentage of older persons living on 
investments is far greater than the average for other portions of the 
United States. 


While, no doubt, the unemployed have used such savings as they 
had during the period of their unemployment, the fact remains that savings 
accounts today are still relatively very high. The feeling of uncertainty} 
which has prevailed during the depression has encouraged saving and dis- 
couraged spending. When this uncertainty is over, money held in reserve 
as a cushion against unemployment will be spent for many items whose pur- 


chase has been delayed during the period of fear. The renewed industrial 
activity this spending will bring akout will help to furnish the cash 
necessary for higher rent levels. The variation during the past twelve 


years in the amount of savings accounts in New York savings banks is shown 
by the bottom chart on the opposite page. 


But how about those who have been depending for their rent money 
on charity or relief funds? A portion of this group are unemployables. 
There have always been unemployables in our population. There is no reason 
for believing that there are many more today than there were in 1925, 
These people must be carried at either public or private expense. As this 
was the case in the past, there is no apparent reason for believing it an 
insuperable obstacle to recovery now, On the other hand, we believe that 
those now on relief who are able and willing to work will find themselves 
in demand as soon as a moderate degree of industrial recovery takes place. 
It is true they will start work with their past savings exhausted, but 
they will again be earning a living and be able to pay current expenses. 
Until such time, of course, they must be carried on relief, which will be 
tapered off gradually over a period of years. 


Why are we so certain of industrial recovery and re-employment 
within a reasonable time? We believe that inflation of at least a moderate 
variety is inevitable. The monetary provisions already adopted by the 

(continued on page 447) 
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(continued from page 445) 
United States will force credit expansion, with rapidly rising prices and 
the attendant boom psychology. No country has ever experienced inflation 


which was not accompanied by increasing prosperity in at least its initial 
stages. 


There will undoubtedly be much resistance to higher rents during 
the next few years, with cries of "profiteering" and insistent demands for 
rent control. The same cries regarding food prices have not prevented 
their rise. If the demand for dwelling units is greater than the supply, 
rents will rise regardless of public opinion. 


FLUCTUATIONS IN THE PRICES OF REAL ESTATE BONDS 


HE chart below shows the average fluctuations month by month in the 
[ee prices of a selected list of office and hotel building real estate 

bonds. These lists have been compiled including only such buildings 
on which quotations could be secured monthly. The office building list 
includes the following buildings: Broadway Motors, Bryant Park, Bush 
Terminal, Carbide and Carbon, Chesebrough, Chrysler, Cleveland Terminal, 
Equitable (N.Y.), Graybar, Grant, Liggett, One LaSalle Street, Postun, 
Textile, Wanamaker (Phila.), and Woodbridge. 


The hotel list is composed of issues of the following corpora- 
tions: Bowman-Biltmore, Eastern Ambassador Hotel, Eppley Hotels, George 


Washington Hotels, Hotel Lexington, Hotel Sherman, Hotel St. George, 


LaSalle Hotel, Lord Baltimore, National Hotel of Cuba; Palace Hotel, San 
Francisco; Park Central Hotel, Pitts Hotel, Savoy-Plaza, Sevilla-Biltmore, 
Sherry-Netherland, Stevens Hotel, and Waldorf Astoria. 


It will be noticed that bonds on hotel properties have declined 
by a far greater percentage than have bonds on office buildings. This 


chart will be brought up to date from time to time to show the developing 
trends. 
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from August 7 to September 6. October 22,460 10.0 2,010 
This is the largest absorp- November 20,450 9.1 -900 
tion since March. December 21,550 9.5 1,102 
January '354 20,248 9.1 1,598 
The most significant de- February 18,650 8.35 1,100 
velopment of the month was March 17,550 7.8 900 
the tremendous absorption of April 16,650 7.4 1,950 
units in "four family flats". May 14,700 7.5 1,200 
This absorption together June 13,500 6.0 -500 
with the absorption of older July 14,000 6.5 0 
single family residences was August 14,000 6.5 400 
largely responsible for the September 15,600 6.1 1,100 
drop in total vacancy from October 12,500 56 400 
4.6% amonth ago to 4.1% November 12,100 5.4 0 
this month. Apartments and December 12,100 5.4 -1800 
two family dwellings showed January '35 13,900 6.2 O 
little change. February 13,900 6.2 500 
March 13,600 6.1 5,670 
Since November, 1932, April 9,950 4.5 180 
19,105 vacant residential May 9,750 4.4 -950 
units have been absorbed. A June 10,700 4.8 O 
large part of the 9,100 re- July 10,700 4.8 500 
maining vacancies are not August 10,200 4.6 1,100 
desirable and some of them September 9,100 4.1 
hardly tenantable. Absorption since November '32 19,105 
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CUBIC COSTS 


SEPTEMBER 1935 
URING the past ninety days construction costs have advanced. Many items of mate- 
rial have shown increases this fall, and it is no longer possible to get the 
same quality of workmanship at the depression levels of a year ago. Sales taxes 
raised material prices slightly in many states during the past few months. 


MODERN BRICK BUNGALOW 


Bungalow, as shown and described in pages 122 and 

125, exclusive of financing and sales commission... 27.6 ¢ 
With hot air heat, subtract.....ccececssecccees eoeoe 124 
Without vitrolite in kitchen, subtract....... eoeee 0.4 
With financing charges and sales commission, add.. 2.0 





SINGLE FAMILY TWO-STORY RESIDENCE 


Single family residence, described on pages 62 and 
63, exclusive of financing and sales commission.... 27.2 ¢ 
With copper guttering, spouting & flashing, add.. 0.4 








With variegated slate roofing, add....-ceeeeevees 1.0 
With hot water heat, add.......... eoccccccccece ee 1.0 
Without tile walls in bath, subtract..... covcccee. O08 
Without shower & with cheap plumbing, subtract... 0.3 
With ordinary millwork, subtract.......... Seccee - 0.6 
With financing and sales commission, add.....2.2- 202 
SPECULATIVE FOUR-FAMILY FLAT 

Speculative four-family flat as shown and described 

on pages 72 and 73, excluding cost of financing and : 

SALES COMMISSION. ce veer eres ee rereeereereeesesecens . aaa 
With copper guttering, spouting & flashing, add.- 0.1 
With steam heat, adde.c.ccecccverccesees eccccccccce Oot 
With tile walls in baths, Add... cecceeescvcccves 0.6 
With showers in bathsS, Add..ccccecereccccvccccces 0.4 
With first class plumbing fixtures, add.......e+- Ool 
With financing and sales commission, add.....eee- 1.8 
With first grade roofing, add......... ce ecccceee » Ow1 


EIGHTEEN-FAMILY MASONRY APARTMENT 


Eighteen family masonry apartment, as de- 

scribed ,on pages 82 and 835, excluding cost a 

of financing and sales commission........ 37.0 
With electrical refrigeration, add..... l.l 
With gas Stoves, Add... ceeeeeesecees eee O19 
With beds, add...... eocccccccccccccccce 0.1 
With iron rear porches & steps, add.... 1.2 
With financing & sales commission, add. 2.6 








THIRTY-FAMILY REINFORCED CONCRETE APARTMENT 


Thirty family reinforced concrete apartment, 

as shown and described on pages 92 and 95, ex- 

cluding cost of financing and sales commis- 

SION. ccccccccccces “pec cccccccccccccececece 40.84 
With electrical refrigeration, add..... 1.1 
With gas stoves, Add.w.cceceevevcceeses Ove 
With iron rear porches & steps, add.... 1.35 
With financing & sales commission, add. 35.0 
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DWELLING VACANCY | | REAL ESTATE SALES 
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FORECLOSURES IN THE UNITED STATES 


HE chart below shows the variation in the number of foreclosures in 

| 961 urban and rural communities in the United States from January, 1932 

to July, 1955. The percentage of increase or decrease in the figures 
from month to month can be read by 


the use of the small insert scale. FORECLOSURES IN 9¢1 COMMUNITIES | 
REAL ESTATE MANALYSTS, mc 





| 

| | | 
| PERCENT | 
| | CHANGE 

| | 2+, 0 
| 

| 


| 
The drop in the foreclosure | 
rate since March is the most rapid | 
we have experienced since the be- | | 
ginning of this depression, exceed- me e 
ing by far the rapidity of the drop | saw | 
in 1933. Further drops are antici- ry | —vn 
pated for tne remainder of 1935. We 

believe these drops are due toa 

genuine improvement in both the | | 
earning anc sales value of property. i932 a3 —SCSCS~«w os 19396 
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REAL ESTATE TRANSFERS IN PRINCIPAL CITIES 1934-1935 


COPYRIGHT, 1935 REAL ESTATE ANALYSTS,!INC. 
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politan areas the variations in the number of vol- 

untary transfers of real estate for last year and 
the first eight months of 1955. These figures have 
been adjusted for seasonal fluctuation. 


|e small charts above show for twenty-five metro- 


In a rew cities a very pronounced trend is apparent in real es- 
tate sales. It is most definite in Washington, D. C., and Miami, Florida. 
Cleveland has shown a very steady upward movement. Chicago, Oakland, and 
San Francisco have shown a rather consistent improvement in the last 
twelve months. A few cities are still below a year ago. In most cities 
tuere has been no pronounced trend during the past year. Rents have not 
apparently advanced enough, to make real estate seem desirable to those 
who wait until the greatest profit has been made before they have courage 
enough to buy. 
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